
JOEL S. LAWSON IV  
2040 Grubbs Mill Road 

Berwyn, Pennsylvania 19312 
 

September 21, 2015 
 

Dear Fellow Anchor Bancorp Shareholder: 

I am the beneficial owner of 225,000 shares of Anchor Bancorp (“Anchor” or the “Company”), 
representing approximately 8.9% of the Company’s outstanding shares, and I am writing to inform you 
that I have nominated myself to be elected to the Company’s Board of Directors (the “Board”) at the 
upcoming 2015 annual meeting of shareholders. 

 Anchor is at a turning point in its lifecycle as a company and it is necessary that shareholders have a 
direct representative on the Board at this critical time.  Since completing its conversion from mutual to 
stock form of organization in January 2011, the Company has been able to resolve non-performing and 
classified assets; however, now the Company is facing a long, difficult journey to attempt to earn its cost 
of capital.  I believe that this path is a long and uncertain one, and that the Company must evaluate all 
strategic options in order to maximize value for shareholders, including a possible sale of the Company, 
in which case I believe the Company would be worth between $27 and $30 per share1. Given the 
incumbent Board’s history of being dismissive of shareholders and resisting actions that may upset the 
status quo, as explained below, how can we as shareholders trust them to open-mindedly consider all 
options necessary, including a sale of the Company to the highest bidder, in order to maximize 
shareholder value? 

As one of Anchor’s largest shareholders, I am concerned by the Board’s apparent unwillingness to allow 
for meaningful input from shareholders, the true owners of the Company. In 2013, the Company spent 
shareholder capital to fight my non-binding proposal seeking to allow shareholders to voice their opinions 
as to whether the Company should consider hiring an investment banking firm to evaluate potential 
strategic alternatives. This proposal would have allowed shareholders of the Company to weigh in on an 
extremely important decision - whether the Company has earned the right to remain independent or 
should seek a stronger, more profitable partner. The Company’s perceived disregard for shareholder input 
and resistance to exploring strategic alternatives has me concerned that the members of the incumbent 
Board (which has seen only two additions since 1998) are more concerned with maintaining the status 
quo than evaluating options to maximize value for shareholders, including a sale of the Company to the 
highest bidder. The Board is in need of a direct shareholder representative who is capable and willing to 
properly evaluate all opportunities available to the Company from an owner’s perspective. 

Given the Company’s performance, I am also concerned by Anchor’s recently announced 2015 Equity 
Incentive Plan (the “Plan”), which provides for the issuance of up to 193,800 shares, representing 
approximately 7.7% of the Company’s outstanding shares. While I agree that equity incentive plans play 
an important role in aligning manager and director interests with shareholders, I do not believe that the 
Company’s cumulative net income of approximately $237,000 since the beginning of 2011 warrants 
equity grants potentially worth over 17 times such cumulative net income2. Considering that only one of 
the five members of the Compensation Committee joined the Board after 1998, I have serious concerns 
regarding the administration of the Plan and believe that a truly independent outside director must be 
added to the Compensation Committee immediately to represent shareholders’ interests. 

                                                             
1 See Exhibit 1 for supporting calculations. 
2 Based on the Company’s disclosure in its proxy statement that the fair market value of the 193,800 shares is $4.1 
million as of the record date for the 2015 Annual Meeting.  



Given the expense base and recent trends in loan growth, where Anchor has significantly trailed its peers 
on a year-over-year basis as shown below, I do not believe there is a path to improve profitability to 
anywhere close to the Company’s cost of capital over a reasonable time frame. 

Loan Growth June '14 June '15 Yoy change
Timberland Bancorp 591.4               668.4               13.0%
Pacific Financial Corp 547.3               603.6               10.3%
FS Bancorp 331.0               442.5               33.7%
Riverview Bancorp 547.0               570.2               4.2%
First Financial Northwest 688.4               669.9               -2.7%
Peer Average 11.7%

Anchor Bancorp 286.2 287.2 0.3%
Difference -11.4%  
Source: Public filings 

Further, as demonstrated by the chart below, the Company’s Return on Average Assets (ROAA) has 
consistently lagged behind its peers each quarter since September 2014.  Based on my analysis, I believe 
that the Company’s core earnings power to be in the range of only 30-40bps on a fully-taxed basis. 

Peers - LTM ROAA Sept '14 Dec '14 March '15 June '15 Average
Timberland Bancorp 0.88% 0.92% 0.75% 1.11% 0.92%
Pacific Financial Corp 0.74% 0.59% 0.59% 0.82% 0.69%
FS Bancorp 0.99% 1.22% 1.60% 1.99% 1.45%
Riverview Bancorp 0.52% 0.55% 0.73% 0.75% 0.64%
First Financial Northwest 1.21% 1.27% 0.96% 1.00% 1.11%
Peer Average 0.87% 0.91% 0.93% 1.13% 0.96%

Anchor Bancorp 0.12% 0.35%* 0.33% 0.67% 0.37%
Difference -0.75% -0.56% -0.60% -0.46% -0.59%

* Dec '14 numbers are estimated, and exclude the non-recurring reversal of the valuation allowance on deferred tax assets  
Source: Public filings 

For these reasons, I believe that the Company is in need of a truly independent director who is fully 
committed to exploring all opportunities to unlock shareholder value, including a potential sale of the 
Company. As a significant long-term shareholder of Anchor, my interests are directly aligned with those 
of my fellow shareholders, the true owners of the Company, and I will continue to seek to protect the best 
interests of all shareholders. To be clear, while I am open to a constructive engagement with the Board, I 
believe that it is necessary to give shareholders an opportunity to elect a direct representative to the Board 
in the event that no agreement can be reached. 

I look forward to more fully detailing my concerns with the Company in an upcoming proxy statement 
and stress once again the need for a direct shareholder representative on the Board who will consider all 
strategic options available to maximize shareholder value, including a sale of the Company to the highest 
bidder.  

 

Thank you, 

/s/ Joel S. Lawson IV 

Joel S. Lawson IV 



Exhibit 1 

Anchor Bancorp - M&A Value

Assets 379.0           379.0           379.0           
Estimated stand-alone ROAA 0.30% 0.35% 0.40%
Estimated stand-alone net income 1.1              1.3              1.5              

LTM recurring non-interest expense 16.0             16.0             16.0             
Cost savings 30% 30% 30%
Pre-tax cost savings 4.8              4.8              4.8              
Taxes 40% 40% 40%
After-tax additional net income 2.9              2.9              2.9              

Pro-forma net income 4.0              4.2              4.4              
P/E multiple 9.5x 10.0x 10.5x
Business value 38.2             42.1             46.2             

Assets 379.0           379.0           379.0           
Targeted leverage ratio 8.50% 8.50% 8.50%
Capital requirements 32.2             32.2             32.2             
Current TCE (excluding the DTA) 54.9             54.9             54.9             
Excess capital (excluding the DTA) 22.7             22.7             22.7             

NOL valuation on 382
Company value 68.4             72.4             76.5             
Tax-exempt rate (as of Sept 2015) 2.82% 2.82% 2.82%
Annual usage limitation 1.9              2.0              2.2              
DTA (as of June 2015) 8.9              8.9              8.9              
Years of usage for acquirer 5                 4                 4                 
Discount rate on tax shield 6.00% 6.00% 6.00%
PV (DTA) 7.6              7.6              7.7              

Enterprise value 68.4             72.4             76.5             
Shares outstanding as of June 2015 2.550           2.550           2.550           
Target price 26.83$         28.39$         30.01$         

TBV / Shr 24.99$         24.99$         24.99$         
memo: implied P / TBV 1.07x 1.14x 1.20x

TBV / Shr excluding DTA 21.51$         21.51$         21.51$         
DTA / Shr 3.48$           3.48$           3.48$           

Multiple on TBV / Shr ex. DTA 1.11x 1.18x 1.26x
Multiple on DTA 0.85x 0.86x 0.86x
Implied P / TBV 1.07x 1.14x 1.20x

Company value ex. DTA 23.87$         25.40$         27.01$         
DTA value 2.96$           2.98$           3.00$           
Company value per share 26.83$         28.39$         30.01$          


